
State of Florida 

DATE : JUNE 19, 

CAPITAL CIRCLE OFFICE CENTER 2540 SHUMARD OAK BOULEVARD 
TALLAHASSEE, FLORIDA 32399-0850 

I. , _---.  

-M-E-M-0-R- A-N-D-U-M- c .  

- -  2 I -. k? ,. , 
TO : DIRECTOR, DIVISION OF THE COMMISSION CLERK- & 7;) 

ADMINISTRATIVE SERVICES  BAY^) 

RE : DOCKET NO. 030405-TL - PROPOSED AMENDMENTS TO RULES 25- 
4.017, 25-4.0405, 25-4.135, AND REPEAL OF RULES 25-4.1352 
AND 25-4.1357, F.A.C. 

AGENDA: JULY 1, 2003 - REGULAR AGENDA - INTERESTED PERSONS MAY 
PARTICIPATE 

RULE STATUS: PROPOSAL MAY BE DEFERRED 

SPECIAL INSTRUCTIONS: NONE 

FILE NAME AND LOCATION: S:\PSC\APP\WP\O30405.RCM 

DISCUSSION OF ISSUES 

ISSUE 1: Should Rules 25-4.017, 25-4.0405, and 25-4.135, Florida 
Administrative Code, be amended and Rules 25-4.1352 and 25-4.1357, 
Florida Administrative Code, be repealed? 

RECOMMENDATION: Yes. 

STAFF ANALYSIS: Rules 25-4.017, 25-4.0405, 25-4.135, 25-4.1352 and 
25-4.1357 were last revised in 1996, in response to the 1995 
changes in Chapter 364, Florida Statutes, governing the regulation 
of telecommunications companies. The 1995 changes required the 
Commission to streamline its reporting requirements f o r  small local 
exchange companies that remained under rate base, rate-of-return 
regulation. § 364.052(2)(b), Fla. Stat. Since 1996, all but one 
small local exchange company has elected price cap regulation. The 
one remaining rate-of-return regulated company is the smallest, 
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therefore staff recommends simplifying our reporting requirements 
even further. 

Rule 25-4.017, which requires each telecommunications company 
to maintain its accounts and records in conformity with the Uniform 
System of Accounts (USOA) as prescribed by the Federal 
Communications Commission, should be amended to update the 
reference to the most recent version of the USOA which is dated 
October 1, 2002. 

Rule 25-4.0405, governing the ratemaking treatment of 
telephone directory advertising revenues, should be amended to 
eliminate the names of companies to which the rule no longer 
applies. 

Rule 25-4.135 should be amended to update the reference to 
revised Commission Form PSC/ECR 018-T, entitled ”Annual Report of 
Local Exchange Telephone Companies.” Some schedules have been 
deleted, while other schedules have been consolidated. In 
addition, the Earnings Surveillance Report has been merged with the 
Annual Report in an effort to simplify the reporting requirements. 
Due to the small size of Florida’s only rate-of-return regulated 
local exchange company, the rule should also be amended to remove 
the requirement for the company to file an audit report by an 
independent certified public accountant. Because of its small size 
it is difficult to justify the cost of an audit that would provide 
little benefit to the Commission. If this company files for a rate 
increase the Commission will audit its records at that time. An 
explanation of the meaning of the term “good cause” is added to 
address the anticipated comment of the Joint Administrative 
Procedures Committee staff attorney that the term is otherwise 
vague and without adequate standards. 

Rule 25-4.1352, which requires an earnings surveillance 
report, should be repealed because the report has been incorporated 
as part of Commission Form PSC/ECR 018-T, the Annual Report, as 
adopted by Rule 25-4.135. In an effort to streamline the reporting 
requirements, the earnings surveillance report will be filed on an 
annual basis as part of the annual report instead of semiannually. 

Rule 25-4.1357, requiring companies that conduct an Annual 
Separations Cost Study to file a copy with the Commission, should 
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be repealed. 
the need arises, such as for a rate proceeding. 

A copy of the cost study can be requested if and when 

A notice of rule development containing the recommended 
changes to these rules was published in the March 14, 2003, edition 
of the Florida Administrative Weekly. No request for a rule 
development was received. 

Statement of Estimated Regulatory C o s t s :  There should be no 
additional costs and no significant negative impacts as a result of 
amending or repealing the rules because the changes simplify and 
reduce reporting requirements. Therefore, no Statement of 
Estimated Regulatory Costs (SERC) was prepared. 

ISSUE 2: If no requests for hearing or comments are filed, should 
the proposed rule amendments be filed for adoption with the 
Secretary of State and the docket be closed? 

RECOMMENDATION: Yes. 

STAFF ANALYSIS: Unless comments or requests for hearing are filed, 
the rule as proposed may be filed with the Secretary of Sate 
without further Commission action. The docket may then be closed. 

Attachments: 
Rules 
Memorandum regarding Statement of Estimated Regulatory Costs 

CTM/ 
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25-4.017 Uniform System of Accounts. 

(1) Each rate-of-return requl ated local exchanqe 

telecommunications company shall maintain its accounts and records 

in conformity with the Uniform System of Accounts for 

Telecommunications Companies (USOA) as prescribed by the Federal 

Communications Commission in Title 47, Code of Federal Regulations, 

Part 32 Class A, revised as of October 1, 2002 M, and as 

modified below. Inquiries relating to interpretation of the USOA 

shall be submitted in writing to the Commission's Division of 

Economic Regulation. 

(2) Each company shall establish separate depreciation 

reserve subaccounts for each corresponding subaccount established 

in the USOA or by rules of this Commission. 

(3) A telecommunications company may use a different account 

numbering system but shall use the same account descriptions as 

prescribed in the USOA or by this Commission. If a different 

account numbering system is used, a cross reference of the 

company's system to the Commission's numbering system shall be 

shown in the company's chart of accounts. 

(4) Each company shall file, within 60 days of a final order 

involving accounting matters, a description of all resultant 

entries and adjustments to the accounting records. 

CODING: Words underlined are additions; words in strm-dc 
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Specific Authority: 350.127(2), F.S. 

Law Implemented: 350.115, 364.17, F.S. 

History: Revised 12/1/68, Amended 3/31/76, 8/21/79, 1/2/80, 

12/13/82, 12/13/83, 9/30/85, formerly 25-4.17, Amended 11/30/86, 

4/25/88, 2/10/92, 8/11/92, 3/10/96, 

25-4.0405 Telephone Directory Advertising Revenues. 

(1) The provisions of this rule, in conjunction with the 

provisions of Section 364.037, Florida Statutes (2002) *, 

shall govern the ratemaking treatment for telephone directory 

advertising revenues and expenses of rate-of-return regulated local 

exchange telecommunication companies. 

(2) Adjustments under Section 364.037 (1) for customer growth 

and Consumer Price Index shall be calculated in accordance with 

paragraph (2) (a) , producing a Test Year Regulated Gross Profit. 

Except as provided in paragraph (2) (e) , the Test Year Regulated 

Gross Profit shall be used to establish the test year gross profit 

from directory advertising in the local franchise area to be 

considered in setting rates for telecommunications service. 

(a) The Test Year Regulated Gross Profit is determined as 

Test Year Regulated Gross Profit = 1982 Gross Profit Base follows: 

x Customer Growth Factor x CPI factor. 

(b) The Customer Growth Factor is determined as follows: 

CODING: Words underlined are additions; words in e 
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Average 1982 access lines. 

(c) The CPI Factor reflects CPI adjustments made using the 

annual average Consumer Price Index - All Urban (CPI-U) as follows: 
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(d) An access line is any exchange line that provides 

residential or business service as follows: 

1. Residential lines; 

2. Business lines; 

3. Centrex lines; 

4. PBX trunks; or 

5. Key system lines. 

(e) When the Test Year Regulated Gross Profit is less than 

two-thirds of the actual test year gross profit from directory 

advertising, two-thirds of the actual test year gross profit shall 

be used. When the Test Year Regulated Gross Profit is greater than 

the actual test year gross profit from directory advertising, the 

actual test year gross profit shall be used. 

(f) Each local exchange company shall record its directory 

advertising revenues in revenue account 5230 (Directory Revenues) 

and shall record its directory advertising expenses in expense 
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account 6 6 2 2  (Number Services). Only those expenses formerly 

recorded in expense account 6 4 9  (Directory Expense) shall be 

recorded in expense subaccount 6 6 2 2 . 1 .  The actual test year gross 

profit from telephone directory advertising shall be determined by 

subtracting the amount recorded in expense subaccount 6 6 2 2 . 1  from 

the amount recorded in revenue account 5 2 3 0 ,  with such adjustments 

as the Commission deems appropriate. 

(g) Directory advertising revenues, as used in this rule, 

shall include revenue from both yellow page advertising, including 

national advertising, and any boldface or other highlighted white 

page listings for directories within the franchised area of the 

exchange telephone company. Directory advertising expenses, as 

used in this rule, shall include expenses incurred in furnishing 

directories. 

( 3 )  The dollar amount of the 1982 Gross Profit Base for each 

local exchange telephone company is established pursuant to Section 

3 6 4 . 0 3 7 ( 3 )  as follows: 
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Frontier Telephone Company 

(4) The Average 1 9 8 2  Access 

telephone company is as follows: 

Local Exchanqe Company 
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Frontier Telephone Company 

Specific Authority: 3 5 0 . 1 2 7 ( 2 ) ,  F . S .  

Law Implemented: 3 6 4 . 0 3 7 ,  F.S. 

History: New 4 / 2 1 / 8 6 ,  formerly 2 5 - 4 . 4 0 5 ,  Amended 4 / 2 5 / 8 8 ,  3/10/96, 

2 5 - 4 . 1 3 5  Annual Reports. 

(1) Each rate-of-return regulated local exchange telephone 

company shall file annual reports with the Commission on Commission 

Form PSC/ECR 0 1 8 3  ( / )- which is incorporated by reference 

into this rule. Form PSC/ECR 0 1 8 3 ,  entitled "Annual Report of 

Local Exchange Telephone Companies", may be obtained from the 

Commission's Division of Economic Regulation. These reports shall 

be verified by a responsible accounting officer of the company 

making the report and shall be due on or before April 3 0  for the 

preceding calendar year. A company may file a written request for 

an extension of time with the Division of Economic Regulation no 

later than April 3 0 .  One extension of 3 1  days will be granted upon 

request. A request for Commission approval of a longer extension 

must be accompanied by a statement of good cause and shall specify 
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Specific Authority: 350.127(2), F.S. 

Law Implemented: 364.03(1), 350.117(1), F.S. 

His tory : New 11/18/82, formerly 25-4.245, Amended 8/21/90, 

formerly 25-4.0245, Amended 6/10/94, 3/10/96, Repealed 

25-4.1357 Annual Separations Cost  Study 
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Specific Authority: 350.127(2), F.S. 
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Law Implemented: 3 6 4 . 0 7 ( 2 ) ,  F.S. 

History: New 1 0 / 3 1 / 9 3 ,  amended 3 / 1 0 / 9 6 ,  Repealed 
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State of Florida 

-M-E-M-0-R-A-N-D-U-M- 

DATE: April 18,2003 
TO: Division of Appeals (Moore) 

RE: 

t ? y  ,+* FROM: Division of Economic Regulation ( H e w i t t w  1 (Ji- 
Statement of Estimated Regulatory Costs for Proposed Amendments to Rules 25-4.017, 
F.A.C., Uniform System of Accounts; 25-4.0405, F.A.C., Telephone Directory 
Advertising Revenues; 25-4.135, F.A.C., Annual Report, and Proposed Repeal of Rules 
25-4.1325, F.A.C., Earnings Surveillance Report and 25-4.1 357, F.A.C., Annual 

The foregoing rules refer to the Uniform System of Accounts (USOA) for local exchange 
companies (LECs) and their reporting requirements. Since the last rule revisions in 1996, all but 
one small LEC has elected price cap regulation, thereby simplifying reporting requirements. 

The proposed amendments would streamline and simplify LEC reporting requirements, 
update the reference to the most recent USOA, eliminate references to companies to which the rule 
no longer applies, and update the reference to the revised Commission Form PSCECR 018-T, 
"Annual Report of Local Exchange Telephone Companies." 

The Florida Administrative Procedures Act encourages an agency to prepare a Statement of 
Estimated Regulatory Costs (SERC). However, because the rule changes simplify and reduce 
reporting requirements, there should be no additional costs other than the costs to promulgate a rule 
amendment and no significant negative impacts on utilities, small businesses, small cities, or small 
counties. Therefore, a SERC will not be prepared for the proposed rule amendments. 

CH:kt 
c: Mary Andrews Bane 

Edward Bass 
Hurd Reeves 
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